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745 FIFTH AV E N U E 
NEW YORK 22, N. Y 

ELDORADO 5-6163 


November 3, 1952 


Mr. Allen W. Dulles 
1308 29th Street N.W. 
Georgetown, 
Washington, D. C. 

Dear Mr. Dulles: 


As promised, I am sending herewith copy of my paper about Palestine; 
also copies of various projects for the Middle '’East I have been working 
on, and which we discussed recently. 

I am planning a small dinner for the Syrian Foreign Minister, Dr. Rifai 
on either Tuesday, the 11th or Thursday, the 13th. I am wondering 
whether Mrs. Dulles and you could give us the pleasure of attending this 
dinner. I will of course let you know, as soon as the Foreign Minister 
decides which of those two days he prefers. 


With kindest regards and best wishes to both of you, from both of us, 
and looking forward to the pleasure of seeing you in the near future, 
believe me. 


FK: mp 
Enclosures 


Sinj \rely yours, 
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November, 

AP»OPCC^*0un80« OX' iH£ 
PALESTINIAN Y SnjQBM PBOLUSM 


ilvente nave proved the validity of my contention th a t the Arab Steles can-i u oe 
persuaded, at the present juncture, t:> sign s peace treaty «?ith ifraul* especially 
il tha to this problem is predicated on-a packaged unit c >ncep*. An 

Siatarn proverb says that "one can climb a ladder one step after the othet** 
Thsnafore, the first and moat urgent stay is to try and solve tha probtem of sattling 
ijis Palestinian refugees; An equitable solution n£ trie raiucee problem will -Tear 
auay feelings of haired and frustration, sod edit create a Ui .ruts' •ate pro- 
pitious i ‘V subsequent peace talas. 

As pointed vat in our discussions, I do not believe that any responsible Arab 
Statesman really wants to see ills Palestinian fellow Arabs go back to Israel 
to become not aiy political hostages of the Israeli state, nut also haver* of 
wood and carriers of water, as described in the Bible, t course* ttoire is an 
wter* for the repatriation of every Palestinian Arab who wants IS go ha...;, and 
this outcry Is due to various reasons, some of which I would its* to mention 
hsrabeiw. 

a. The Arab States believe tost so long ss they maintain tnis require meal, 
they are legally protecting their stand on some of the judicial aspects of 
the Palestinian problem* 

b. Some Arab statesmen believe (wrongfully so) that such repatriated Arab 
elements may form a useful firth column interest. 

c. The outcry for repatriation is partly tieo up with emotional muddled 
thinking on the part of some ol the leaders, 

d. The main reason, however, why these refugees would ilm to get back is 
because they have left behind their houses, property, garden* and fields, 
an- they fael that by going back they might be anle to recover something of 
what tuey owned before political event* exiled them from their homeland* 

It Is this point which is important and which at the same time might t ,rove the 
clue to a workable solution to the problem as follows; 

I have -personally talked bo many of these ref ugees, some of whom are close 
relatives, others friends who have talked very openly with ms >n this subject. 
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They feel that uej are >ife- od Hobson'* choice. fc the Israeli Govern® 
to ceme to torsos with tho Arso Stiles a nd pey these states * *n*h 

y of the refugees, thosSttfefwgsea is 

>rni 


•gwiiably along the following lines: 

A Commission ,;ouid be farmed com, osed of -on* me- -o, from the 


which existed in I'aiestine prior to 


is I»47; and 


that suca claim would oe investigated soa tnat u am 
nation such compensation would be forthcoming within a reasonable l 

limit. 

Against the above guarantee, each claimant should be prepared to si 
papers giving up his intention of returning to Israel, agreeing to be ; 
settled somewhere else, either in the Arab world or in any other coi 
which would allow imadg ration. 
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U The committee V\ >uid ::ffer every refugee* wh is the fetid o i a family unit, 

' : Irrespective of whether ha has any claim T:v pr .-**riy in Pa isal l na br other- 
wist, a chance oi settling on the lead either in Northern Syria or northern 
Itsm: Any refugee accept^ to nettle on, and -wcwk the land, will he given 
ireo ~»f charge a minimum oi S daaams (7 i/2 acres) of land and a house, 
whN y iie cannot resell lor at least $!$r 10 years.. 

g. if, as I am convinced, a minimum oi 70% of tha refugees accept such an 
fyrrangement, then the . . nmittee could negotiate with tha neighboring Aran 
ocvernmants lor resettlement ©1 these refigeas who have accepiedio settle 
’ iteicie Palesttno. The United States, under the Point l our Program, could 
lino the funds lor resettling these refugees In Transjordan, in tint pjoaireh^ 
oi loria, and In the northern , r a't «f Iraq, and lor initiating modern irrigation 
schemes, -instructing modern ■ -HSgea ana roads to thess villages, ana 
furnishing disee settlements with tractors, agricultural machinery, schools, 
hospitals and whatever els® may us necessary to start a new useful communal 
ill® In these settlements. Such a project can be administered by a special 
board on which specialists from the U.8* A. the Arab states and the rategses 
w raid worn together. 

The main problem however will be to find iunda for compensating the Arab 
refugees lor their lost property, any Sum indicated must of necessity be con- 
sidered as ver. approximate; however, people who have studied this problem 
believe that a sure ranging Detween i, 8oc*dv •, - • and £> 4 .v, , . 

(approximately one billion dollars) will oe sufficient to compensate the Arab 
refugees for their property lost or left behind. As the United States has ordered 
Germany to pay the Jews somewhere between $6-.; .. . • and && j, - - 

to compensate them for property confiscated by Hitler, and as the State rf 
Israel v.iii most probably secure the majority of this sum, in lieu of the aead 
claimants, part of these funds can be diverted to pay the Arabs for property 
confiscated by the Jews, which property will then revert to the Israeli Government. 
Any balance could be raised by the Israeli Government through selling their bonds 
in the U.S.A. or borrowing from tha . orld Utn*. 

'Ibis - o nmittee, when negotiating with Syria* Iraq, and Transjordan, might as& 
them to ma&s available a certain amount o agricultural And free of charge to be 
districuteu to the refugees as outlined in paragraph • c 'v Thus evsn those 
refugees who have left no property behind in alestine, and uho consequently 
(iiaviag nothing t> gain or lose) might conceivably Insist on being repatriated, 
will have an incentive for settling Town sad becoming good farmers in new 
surroundings, far away from the contested borders. Against the provision of 
agricultural land free oi charge by tha Syrian* ira^ul and Transjordan Governments, 
tnif committee would agree t apasd toe necessary funds bo irrigate these lands, 
bafld houses for settles, and any utilities r mdrxg settlement possible* 
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^ - 22 any of the refugees refuse to accept this settlement and insist on golagbe* ' 

to Palestine, their number I believe will be rather limited, and tht§fS*Bib#i* 
might well tali within tha uc, > ! J whom laraal baa already accept** to ta<e 
bach, 

long as thia problem of tha Arab refugees continues to fatter and poison . 
relations these can be no hope for a rapprochement between Arabs sad fee*, 

A states i uaniy approach would coastal In removing these causes for hmetiess, 
hatred and resentment; alter w.iich, ether steps sen be taken, one at • time, 
to bring real peace tn the N«ar ^aat. , . 
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Memo Be: 

PROTSCTBDN OF TUBKBY*S EASTERN FLANK 
IN THE EVENT OF RUSSIAN AGGRESSION 

M any thoughtful persons are inclined to fear that Persia either through 
direct Russian action, or more probably through Tudeh Action, might 
become a Soviet satellite in the not too distant future. The question therefore 
arises, how to protect the rest of the Middle and Near East. The United 
States have spent hundreds ftf millions of dollars equipping, strengthening 
and preparing Turkey to serve as a bastion against Russian infiltration of 
the Middle East. However, the Russians could easily, and without encountering 
any resistance, come down through Aaerbaidj an, Persian and Iraqi Kurdistan 
into the Mosul area, and thence into Syria, thus turning the Turkish flank. 

Some well informed people hold the belief that the Turks will not fight unless 
they are attacked, and should they be simply flanked by the Russians, they 
might not re-act militarily, mainly because their armies are not equipped to 
conduct a war beyond their borders. The problem therefore resolves itself 
to: How can we defend the Middle and Near East In case of Persian defection 
to Russia 5 . The writer believes that the following plan might, if undertaken 
without too much loss of time, offset most of the disadvantages which would 
accrue to the western world in case Persia goes behind the Iron Curtain. The 
main urgent task would be for the United States government to extend the present 
military program for Greece and Turkey to include Iraq too. 
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This would permit us to start training and equipping at least 6 Iraqi divisions 
to hold the passes of Iraqi Kurdistan at Klndjian and Rowandous, thus rein- 
forcing and continuing the Turkish flank all the wqy down to the plains beyond 
Khanlquln. In time, the Iraqi army can be slowly built up beyond these 6 
divisions, and they can certainly give, if properly equipped, a very good 
account of themselves against any possible Russian Invasion through Iraqi 
Kurdistan where the terrain favors the defenders. 

There of course remains the problem of the Iraqi plains along toe Tigris and 
down to the Shatt-el-Arab. it would take large armies to defend fiat areas 
like these; however, it should not be difficult for our side to arm and prepare 
the Southern Persian tribes to resist on a guerrilla basis any invasion through 
their mountains towards these fiat lands. The Lours would operate from the 
borders of Persian Kurdistan to join with the Bakhtiaris and toe Kashgais, 
who #ould prolong the resistance front, down to the Persian Gulf. These 
tribes have in the past been semi-independent and resentful of central authority 

in Teheran, iteza Shah disarmed them to a large extent, but they are still 
pretty restive. 

The writer is rather skeptical about any possible cooperation between these 
tribes and toe Persian army, if toe latter were to retreat to the mountain bastions: 
fcsainly because of atrocities committed by some ffctt^mmandars against the 
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tribes when disarming them. On the other hand, the present Empress of 
Iran belongs to the leading family amongst these tribes. 

A program undertaken on the above lines promptly and resolutely will at 
least delay, if not stop, Russian infiltration. 

The writer has definite knowledge that His Excellency Fadhel Bey Djamali 
then Head of the Iraq Mission to the United nations, and now Minister of 
Foreign Affairs, was agreeable to going along on a plan along the above 
lines and overtures to this affect were made to the State Department. 
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Project for 

ECONOMIC DEVELOPMENTS 
IK .LEBANON AMD SYRIA 

It ie new m accepted iact t hat the economic progress and well being of a 
country Is based largely on m efficient and cheap system of communication. 
Mother necessity is abundant and cheap power, also water for irrigation. 

The above three basic requirements are the ones that can be developed and 
perfected in the Middle East and especially in Lebanon and Syria, which unlike 
their neighbors do not have a steady income from oil royalties to be used for 
such projects. The United States, in helping these two countries develop their 
resources and raise their standard of living, will have done much to protect 
them from Communist infiltration. Mossy spent for such proposes will be 
sot only moneys well invested, but will come cheaper Sian having to equip 
sad station armies in that region to resist Pussian military and/or propaganda 
aggression, 

Under the system oi communications, we have to study roads and railway© 
only, there being no important navigable rivers in those two countries. 

A. ftO ADS 

A pattern of main arterial highways should be the only undertaking 
under this project. It should be left to the local authorities to link 
up small communities to the arterial roads forming this pattern. 
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The pattern would consist of three parallel highways: 

Number One: running along the seacoast from Tyre through 
Sidon, Beyrouth, Tripoli and Lattaquieh and 
Antioch to Iskanderun ( Alexandre tta). 

Number Two: highway would start in the Bekaa and go through 
Baalbek, Homs, Hama, to Aleppo, and on to 
tie Turkish border. 

Number Three: highway would start at Amman and go through 
Kuneitra, Damascus, to Palmyra and end at 
Deir-el-Zor on the Euphrates. 

These three parallel highways would be bisected by highways coming up from 
the Mediterranean Sea and linking all three highways. One would start at 
Iskanderun and go to Aleppo and Deir-el-Zor; the next from Lattaquieh to 
Hama to Sukhne. Another from Tripoli through Homs to Palmyra. The 
Beyrouth, Damascus road could be improved by passing it through a tunnel 
under the Kenisseh Mountain, thence to Zahle and Damascus, Another road 

- y 

would start at Sidon and finish at Hasitra. Finally another road could go from 
Tyre through the Jebel Amel region and wind up in the Hauran and the DJebel 
Druize-. 
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Such a pattern of modem highways requires more money than the two 
local governments can comfortably spare in thtir budgets, but would be 
of great benefit for their economy and consequently for stability in that part 
of the world. These governments need not be afraid of these roads being 
put in for strategic purposes, seeing that modem war techniques have 
demonstrated that tank and war equipment will move as easily oft highways 
than on highways; moreover, bridges and highways are generally blown up 
or destroyed by one or the other side when hostilities break out. 

B ’ RAILWAYS 

M Present, a narrow gauge cog and ratchet railway goes from 
Beyrouth to Damascus. It would be smart to drill a double 
under the Kenisseh Mountain, one for the road and one for the 
railway, thus permitting the installation of a broad gauge regular 
railway from Beyrouth to Damascus. This railway would at 
Eyak connect with the broad gauge railway going to Aleppo, whence 
it branches outs one section to Ankara and Instanbul (part of the 
old Simplon Orient Express system) and the other to Mosul, 

and Basrah. Prom Damascus the broad gauge railway could replace 
the present narrow gauge fU^im Hedjaz Railway through Amman 
and Ma'an to Medina. The Saudi government has built a railway from 
Dam mam to Rladh which could be continued to Mecca branching from 
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part of tMs report both for roads sad railways, but sot rolling stock. Tbs 

latter could be furnished under self-liquidating loans. The irrigation and 

hydro-electric projects would require a larger eum, but a great part of it would 
, be on the basis of a long term* salf-liquidating loan. 
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to s® 


FOKMATXOH OF MIDDLE EAST ECOKOMIC COUNCIL 


ISBIL BO 


Ptmw Id UQYBN Qftl&NT) 


ft is a weft established principle by row that the progress and weft hstog, 
as weft as the political teftoenee, of any country aro predicated on Its economic 
strength. ft is therefore a else gua non condition for aft toe Middle Eastern 
countries, if flay rssUy want to play a role and Hold their rank la Middle 
Eastern polities, tost they should pal their economic house to order. To toil 
end* they mast have healthy agricultural production as tot coroar stone of 


thatr prosperity. They must also have a well 


industrial production 


within the limits of tost? natural 


ale, artisanal 


i. V,-fcere Industrial production to 
ago or ssaaft eommanfty level 


might be the correct answer. Low trade barriers and free flow of 


between the various 


countries la another m.m%i finally, a weft balanced 


trade position to necessary to which Imports or® more or toss cornier 
by visible and invisible exporta. 


To achieve part or aft of the above tome, the authorities of the 


states will need 


ami bp«to«dsUi statistics to guide them and to 


them, to 


their future course and 


Such statistics are to 


either aon-existent or available to each a snatchy form list they are* for aft 
practical purposes, of very little use. Moreover, some of toe Arab stales a 
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mainly Um Arab Laa®ae t mm been putting too much stress oa political matters, 
scaring bar4ty ms time and most UtUe effort for the economic aspects of, 
tiieir joist policies* Time toe political conamittea o i the Arab League frag 



each of the T states. This weald give the Economic Council 28 members (14 * 7 -k$) 
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prelect woulci 


d mm 


stt would have its headquarters and mee % i&m » efibe Arab capitals, 
Beyrouth, which in toe moat accessible, ’This council acting in 
f capacity to the ? Arab govern moots would have amongst other tatose. 


so that reliable 


m their statistical departments 
can ha compiled in each nation 


concerning number of inhabitants, general health, education, 
agricultural, arboriculture!, artisanal and Industrial production, 
mining, means of commuaicsticras, exports, imports, eustosas, 


transit, and entrepot trad®, etc. , etc. 

S* Study possibilities for improving the economic position of each 

country by initiating, developing and increasing each m 
possibilities to toe fields of agriculture, arboriculture. 


transit trade, artisanal production, to 
irrigation, hydro-electric power, etc. 


ddning, commerce, 


Study tariffs, import restrictions and other barriers that hold up 


commerce 


restrictions, 


m M 


barriers that slow up or stop trade 


various stales. 
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6. Stady and initiate projects for freeing ana encouraging trade and 
exchange o £ ideas, knowhow and goods primarily between the 7 Arab 
states and alas between them and the rest o£ the world. 

There are el course many other things that can m studied and undertaken by 
the Economic Council which will all tend to raise the standard of living of the 
Arab countries and by so doing, increase their wealth, and their political weight 
in Eastern and world affairs. 

The sponsor© mow full well that to realise such a project re quires the spending 
of comparatively large sums of money over a number of years: to be really 
effective, the project must be operated for a minimum of 8 to 6 years, continuously. 
The sponsors, whose names will be furnished 11 the project meets with the 
approval of the majority of the Arab states, are prepared and willing to sub* 
scribe and donate the necessary funds for the project over a certain number of 
years. They feel convinced that having no political or other ases to grind* the 
Arab powers will accept their proposed project without suspicion or reservations, 
realising that these people have only one object in View: to help the Arab slates 
raise the standard of living of their people and further their happiness and well 
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Mama Covering Project for 



It is realized by the writer that the attached project will arouse the 
suspicion and even the hostility of certain elements within the Arab world. 

U such a project were sponsored by the United States government an outery 
would be raised about the American government trying to dictate economic 
policies ttfcthe Middle East. In the case of a benevolent group ui. the one 
proposed, the outcry would be that American dollars are trying to dictate an 
economic policy favorable to American commercial interests. 


Anyway, such a project, what with expenses for transportation, rent, salaries, 
and publicity for the recommendations of the Economic Council, might easily run 
to a million dollars a year. To be of any use, this must be a long range project 
and funds must be foreseen to carry it for a minimum of S years. I doubt that 
any private group, however well intentioned, will be able to raise the minimum 
6 million dollars required. Therefore, the State Department if it finds this 
project worthwhile, will have to make the funds available to the group who, 
in reality, will be acting as trustees for the funds rather than as donors. 

Trying to foresee as many difficulties as possible and should the project in its 
present form meet with too, .much hostility, it might be advisahle to merge this 
project with the project for the Bank for Developments in the Near East. An 
advisory group of economists composed of 7 members nominated by the govern- 
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ments; 7 members by the Chambers of Commerce; and 7 members by other 
associations, unions, banks, etc. , could act in an advisory capacity to the 
Board of Directors of the said bank. This would permit to modify veto powers 
for the American member of the Board. This veto power could be replaced 
by the requirement that projects to be financed by the bank, must be approved 
by 12 or 14 of the members of this advisory Economic Council. Acting as an 
adjunct to the bank, such an Economic Council would carry more weight with 
the respective governments. 
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Project for trie Establishment of a 
NEAR EAST BANK FOR THE DEVELOPMENT 

of that Area 


. store going into the subject I would like to point out that a better title for 
the ban ., would be Hear East Development Basse; however, with the American 
partiality for using initial letters, the project might be labeled NEDB which 
in Arabic means "dirge"; hence fee more complicated title here above. 

ag ;,t at the start the following objection might be raised against fee establish- 
ment of a s pecial bank to help finance tae development of fee Near Eastern 
area >n the oasis of advances for long-term, self-liquidating projects. The 
objection would be that there are in existence the World Bank and the Export/ 
Import wan k which could easily take care of such projects. In practice, however 

ioaas fr0m tfie Baa * can b® made practically to governments rather 

than to private enterprise for the following reason,' 

The oank insists on obtaining a guarantee from the local governments coverina 
repayment of the advance in dollars. Such guarantees, before they can be signed 
by the governments, nave to be voted on by t ,e local ^parliaments. Politics beino 
what they are, governments are wary of giving such guarantees on behalf of 
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private enterprise groups, for fear trial pressure oe brought on the local parlia- 
ments and governments to give guarantees not only for worthwhile, self-liquidating 
projects, b ut also for others that might not be so good but whose sponsors mig it 
be able to muster sufficient political puli. 


Object of the Proposed Dank: 

There are many worthwhile enterprises in the Near East that could be 
undertaken and partly financed by local business and investment groups in 
which American capital could also participate. Normally, however, only 
a fraction of the necessary capital can be raised locally, and therefore many 
worthwhile projects remain dormant because of lack of capital to start them 
properly. Such projects cover irrigation, hydro-electric power, cement 
factories, and other industries which can benefit the Near Eastern countries. 
Under the Point Four Program, experts have been made available to study and pr 
pare such projects so as to present them in a fashion readily acceptable to financ 
institutions, taking out of them at the same time most of tae guess work. 

Provided t ie private enterprise group can raise at least one third of the re- 
quired capital locally and privately, and provided they can satisfy the bank 
that the project is a good one which will be self -liquidating in a matter of 25 to 60 
years, and providing the bank is satisfied that the people undertaking the 
project have the necessary moral, technical and business qualifications, it 
can advance to the group the balance of the required capital, on the basis of 
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first mortgage bonds ot some other procedure which vould safeguard the interests 
of the bank. 

No government guarantee should be required or asked for, I realize that at 
some future date, owing to unforseen circumstances* dollar exchange may 
become unobtainable to repay interest and the sinking fund; however, such 
contingency can be insured with the American government under a scheme 
similar to that functioning in Europe, 


MODALITY 

Each of the 7 Arab States forming the Near East would be Invited to subscribe 
one million dollars towards the capital of the projected bank. The United 
States government through the Export/Import Bank or through some 
other agency would place at the disposal of this bank up to 20 times the 
amount subscribed by the local Arab governments. Each subscribing 
govern ment would be entitled to have one director on the Board of the bank 
with the American director having alone the right to veto any loans that 
might not be in the interest of the bank or of American security. The manger 
of the bank should be a European banker with experience in the Near East. 
This recommendation is made addisedly, because most American bankers do not 
have the experience and know-how for operating in the Near East that their British 
or French colleagues have acquired. 
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CONCLUSION 

Such a project would be a great benefit not only for the Near Eastern 
countries, but also for the American government and especially Amerisan 
business. Manufacturers in this country are having quite a tough struggle to meet 
European competion on electrical and heavy machinery?, steel, chemicals, 
and many other kinds of merchandise. The creation of such a bank would 
help channel much needed orders towards manufacturers in the United States; 
it could favor shipment of such merchandise to the Near East In American 
bottoms. Worthwhile hydro-electric and irrigation projects alone would 
increase the efficiency ana prosperity of the Near Eastern countries and 
raise their level of living well above what it is today. This would be the 
best practical way to fight and defeat communism. 

Care, however, must be taken not to squander the resources of this bank 
on half-baked industrial schemes such as the glass factory and the sugar 
refinery put up by Syria. 
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1 to 7: Kettaneh e ncloses .six 
papers, the principal one being a 
suggested method of solving the 
Palestine refugee problem. The 
remaining five have to do with eco- 
nomic help to the Middle East, a 
suggestion that the U. S. establish 
a naval base and military airport 
in North Lebanon, and a plan for the 
protection of Turkey's eastern flank 
if Iran falls to the Communists. 
Except for a proposal in this latter 
for the training and equiging of 
Southern Persian tribes for guerrilla 
warfare (this would be done as a 
parallel development to an extension 
of the G-reece-Turkey military program 
to include Iraq and the training and 
equiging of 5 Iraqi divisions) there 
are no ideas presented which fall 
primarily in the province of CIA. 

They are all interesting and thought- 
ful proposals, but are, I judge, all 
intended for, and have been sent to, 
the State Department. 

Suggest that in reply to 
Mr. Dulles' request for comment, it 
would be sufficient to say that NEA 
has noted the memoranda with interest, 
and assumes that the originals are 
already in the hands of State Depart- 
ment , for which Department they seem 
to be intended. We do not note any 
suggestions in the memoranda which 
lend themselves primarily to CIA 
development . 


1>!)C / 




3 -. 


FORM NO. 51-10 
FEB 1950 


10 — 01106-1 U. a. GOVERNMENT PRINTING OFFICE 

Approved For Release 2OO3/O5/8ECR0A-RDP8ORO1 731 R0031 00050033-1 




STATOTHR 


Approved For Release 2003/05/05 : CIA-RDP80R01 731 R0031 00050033-1 



